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that he ought to say : " Consequently wages do not correspond to any 
general sacrifice involved in labor, but only to the marginal sacrifice or 
marginal cost of the labor." But if this last admission is required by 
logical consistency, the three propositions supra lose much, if indeed 
they do not lose all, of their force. The marginal wage which is just 
sufficient to evoke the last increment of the labor supply, is paralleled 
by the marginal rental or the sum required to induce the landlord to 
add the last increment of land contributed to production. The con- 
clusion would seem to be that both rent and wages enter into price, or 
that neither does. 

The chapter on " Profits " is unique in one way, in that the business 
man's assumed capacity to out-bargain the laborer and capitalist is 
made a " frequent," and by implication a common source of profits. 
There is a reminiscence of Hobson here, but whether the assumption 
is valid as a normal source of profits, is, in my judgment, open to 
question. 

The social conclusions of the theory are what are logically implied in 
the distinction maintained between rent and interest. Landowners are 
commonly 

mere parasites, receiving a share of the product of the industry of others 
and lending no aid in return, unless permitting their land to be used can 
be considered as lending aid. But .... they can hardly be regarded as 
contributing anything to society when they in turn permit their land to be 
used [p. 203]. 

The defence of interest (p. 257) as a social institution on the other 
hand is a better matured and more satisfactory piece of work. The 
two contrasted verdicts on practical matters evidence the comparative 
validity of the theoretical analyses on which they respectively rest. 

W. M. Daniels. 
Princeton University. 

The Bank and the Treasury. By FREDERICK A. Cleveland, 
Ph. D. New York, Longmans, Green & Co., 1905. — 326 pp. 

To the lover of precision of thought and expression in scientific 
discourse, the opening sentence of Mr. Cleveland's book is a dis- 
agreeable surprise, viz.: " December, 1890, Baring Brothers announced 
to the world that the credit institutions of Europe had called a halt." 
Nobody ever saw such an announcement from Baring Brothers. On 
the contrary they strove to prevent the making of it. The last thing 
they wanted was the calling of a halt. A little further on the author 
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tells us that in December, 1890, Baring Brothers failed, and in another 
place he says that they would have failed had not the Bank of England 
and other helpers intervened and prevented that catastrophe. The 
last of these three statements is correct. The one quoted above is a 
glaring specimen of " reportorial English," by which the author means 
to say that in December, 1890, a check was given to the career of 
speculation then prevailing in Europe. 

Another outbreak of reporter's English is found on page 32, where 
the author gives a sketch of what he conceives to be " the Develop- 
ment of American Banking Ideals : " 

The war of 1812 was directed against the New England coast towns. It 
was a war of the interior against the East. As against England it was a 
failure; as against the East the interior won a decisive victory. The 
enormous foreign trade interests of the North Atlantic seaboard were 

ruined. 

The war of 181 2 was directed on our side by the administration of 
James Madison. To say that Mr. Madison directed it against New 
England is a slander, if taken seriously. If it is not to be taken 
seriously it is a joke which will not add to the author's reputation as a 
humorist. Lightness of touch may be permitted and even encouraged 
in a writer who has a good grasp of his subject, but what are we to 
think of one who defines bank deposits in two different ways on the 
same page? His first definition (page 4) is "demand obligations of 
the banks used in the community as funds ; " the second is " bank 
credit accounts." The latter would serve well enough if standing alone, 
but the two together lead to confusion. Doubtless the writer means 
the same thing by both phrases. If so, there is the less excuse for his 
diversity, which will puzzle uninstructed persons and send them grop- 
ing for the meaning which he attaches to the word " funds." This 
word and the words "current funds" and "funding" are frequent 
stumbling-blocks throughout the book. " Current funds " are com- 
monly understood to mean currency, but on page 28 the author ap- 
plies the phrase both to bank credit accounts and to legal tender 
money. 

Chapter ii, entided "The Use of Commercial Credit in Lieu of 
Industrial Capitalization " is as obscure as that locution might imply. 
What the author means is the transaction of business by traders and 
producers with insufficient capital. By way of clearing the ground he 
says: 

In business [what business ?] there are two distinct classes of obligations 
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for the future payment of money, which are made subjects of investment 
[investment by whom ?]. These two classes are commonly known as (1) 
capital liabilities, and (2) current credit liabilities, or floating debt. The 
capital liabilities are those obligations (shares or bonds) incurred by a con- 
cern which are sold to obtain funds or properties for permanent equipment 
or for continuous use in the business. The current credit liabilities are 
those obligations which are sold to obtain funds for some temporary or cur- 
rent need. These differing purposes give character to the two classes of 
contracts as investments. 

How helpful this explanation must be to a reader who has been per- 
plexed by the Delphic headline ! 

Chapter iii is entitled " The American System of Currency and Bank- 
ing," which is changed, however, as a page heading, to "The American 
Current Funding System," whatever that may be. Explaining the 
reasons for the organization of the first Bank of the United States, the 
writer says : 

The circumstances of the time required (1) an agency of such financial 
vigor and strength as would serve the government in refunding its debt ; 
(2) an institution of national scope such as would give the people a sound 
currency ; (3) a bank with powers of discount equal to the volume of com- 
mercial credit used. 

The Bank had no functions to perform in refunding the public debt, 
and was not intended to have any. The funding act was passed in 
1790, the Bank act in 1791. They had no connection with each other ; 
on the contrary, the Bank was forbidden by its charter to purchase any 
public debt whatsoever. So much for number 1. As regards number 
3, it is difficult to understand what is meant by "powers of discount 
equal to the volume of commercial credit used " in thirteen states, 
which already had some banks in successful operation. However that 
may be, the author proceeds in the next sentence to say that " with the 
expiration of the charter of the first Bank of the United States, how- 
ever, both of these situations had changed " — both of three ! The re- 
mainder of chapter iii ought to be labeled " No Thoroughfare ; " it is 
so hard to see what the author is driving at. Take this for a sample 
(p. 37), being the author's idea of the distinctions between the old 
Suffolk bank system and the free bank system : 

The Suffolk system of New England had proved itself adequate to keep 
bank issues on a specie paying basis during times of severest strain — had 
sustained commercial credits when in all other sections they had failed. 
[Wrong ; the Suffolk and all the other banks of Massachusetts suspended 
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specie payments for one year in the crash of 1837.] This was a system 
designed to protect " local " institutions when the forces of the country and 
of the central government were arrayed against them. [How arrayed 
against them ?] From the Suffolk system was adopted the salutary princi- 
ple of prompt redemption of current demand credit obligations. The free 
bank system of New York was distinctly the product of " local " and state 
as opposed to national financial interests ; this was the result of the adap- 
tation of independent commercial credit institutions to the demands for 
internal improvement and for the development of the latent resources of a 
politically organized " locality." 

This is followed by an equally baffling account of the safety-fund sys- 
tem of New York. The wayfaring man, though not a fool, would be 
pretty sure to err in attempting to follow it. 

Chapter iv, entitled " National Credit Money and the National Bank," 
piques curiosity to know what the national bank is. On page 43 we 
are told that after the passage of the legal tender act of 1862 the banks 
" failed to provide themselves with a coin reserve for the redemption of 
their demand obligations," but provided themselves with a cheaper 
form of legal tender money. This odd way of saying that the action of 
the government had banished specie from circulation is made more 
confusing by a foot-note which says that Boston was the last of the large 
eastern cities to adopt the United States note as a standard for pay- 
ment. Reference is here made to a resolution of the Boston clearing- 
house dated August 27, 186 1. As the legal tender act was not passed 
till February 25, 1862, the resolution could not have applied to it. 
Close examination of the text shows that it referred to an entirely dif- 
ferent matter, but its introduction here makes it a new pitfall for the 
unwary. 

On the next page (44) is another foot-note equally misleading. The 
author is arguing that legal tender notes were " found preferable to the 
diversified issues of banks," no reference being made to their enormous 
fluctuations in value. " This preferment," he says, " on the part of the 
banks, this decision to accept United States notes as reserve, this better 
service rendered by the Treasury as an agent of money issue paved the 
way to the tax which eliminated the credit issues of banks from our 
money circulation." Here the foot-note comes in, and it tells that the 
state banks were so impressed by the advantages of the greenback and 
the national banking system that they withdrew their opposition and 
voluntarily accepted the change, /. e. the ten per cent tax. The fact is 
exactly the opposite of this. The state banks fought against the tax 
with all their might and till the last moment. It was carried by a major- 
ity of only one vote in the House, after a prolonged and bitter fight. 
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On page 47 we are told that under our present admirable monetary 
system 

if the holder of silver wishes greenbacks he may exchange silver for notes; 
if he has gold, and for convenience wishes silver certificates, these may be 
had ; if he has any form of money other than gold and wishes standard 
money he may obtain this in exchange at par without discrimination. 
Thus every form of money is issued by the Treasury and all forms other 
than gold are made demand obligations for gold payment. 

Every single statement here quoted is erroneous. On page 262 the 
author himself contends that silver dollars and silver certificates ought 
to be made convertible into gold as well as greenbacks and Treasury 
notes of 1890. Chapter iv ends without telling us whether "the 
national bank," referred to in the caption, is the United States Treasury 
or the national banking system. Chances favor the former. Indeed 
the whole book runs to the point that the government is the sole issuer 
of money, the currency function of the national banks being that of 
an automaton merely, and that our monetary system is the best in the 
world and ought to be continued. This conception involves, of course, 
the assumption that the majority in Congress will always be wise and 

good. 

Horace White. 

New York City. 

The History of the Standard Oil Company. By IDA M . TARBELL. 
New York, McClure, Phillips & Co., 1904. — Two volumes : xix, 406 ; 
xi, 409 pp. 

As the earliest, and up to the present, the most successful of the in- 
dustrial combinations, special importance attaches to the history of the 
oil trust. This trust, moreover, affords unparalleled opportunities for 
study. Organized in an industry which was comparatively new, its 
course of development was little affected by the indefinable forces of a 
well-developed business tradition. From the outset the trust has been 
controlled by far-sighted men whose policy may be correctly interpreted 
in terms of enlightened self-interest. Speculative manipulation and in- 
ternal corruption have been conspicuously absent. Moreover, as Miss 
Tarbell says in her preface, 

There is in existence just such documentary material for a history of the 
Standard Oil Company as there is for a history of the Civil War or the 
French Revolution or any other national episode that has divided men's 
minds. 



